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E.O. 11652:N/A 
TAGS: EFIN, EG, US 

SUBJECT :ISSUES RE USG DEPOSITS OF EGYPTIAN POUNDS 

REF: (A) CAIRO 1284; (B) CAIRO 1354; (C) 75 CAIRO 1 1228 

APPRECIATE AMBASSADOR'S EFFORTS REPORTED REFS (A) AND (B). 

WHILE AWAITING EGYPTIAN RESPONSES TO AMBASSADOR'S APPROACHES, 
WOULD APPRECIATE FOLLOWING INFORMATION AND EMBASSY VIEWS 
RELEVANT TO FURTHER DEVELOPMENT OF THIS ISSUE: 

1 . WHAT GOE APPROVALS ARE REQUIRED TO PERMIT TRANSFER OF 
FUNDS TO CHASE JOINT VENTURE BANK, WITHOUT ANY CHANGE IN 
INTEREST RATE OR BLOCKING ARRANGEMENT? 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 032510 

2. COULD THESE APPROVALS BE SECURED BEFORE SECRETARY SIMON'S 
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VISIT, IF THE LATTER ISSUES WERE HELD IN ABEYANCE? SINCE, 
ACCORDING TO REF (C), GOE BLOCKING ACTION APPARENTLY MADE 
IN ANTICIPATION OF DEPOSIT TRANSFER TO JOINT VENTURE BANKS, 
ASSUME GOE WAS PREPARED TO APPROVE TRANSFERS. 

3. IN EMBASSY'S VIEW, WOULD MOVING AHEAD ON TRANSFER ISSUE 
ALONE (I.E., SEEKING APPROPRIATE GOE APPROVALS AND ARRANG- 
ING TRANSFER TO CHASE) ADVERSELY AFFECT POSSIBILITY OF SUB 
SEQUENTLY OBTAINING GOE AGREEMENT ON INTEREST RATE CHANGE 
AND UNBLOCKING OF USG DEPOSITS? 

4. WOULD APPRECIATE CLARIFICATION OF INTEREST RATE WHICH 
BANKS ARE NOW RECEIVING FROM CENTRAL BANK ON DEPOSITS. 
PARA 4, REF (C), SAID THAT THE 20 PERCENT HELD WITH 
CENTRAL BANK AS RESERVES WOULD NOT DRAW INTEREST, BUT 
REMAINING 80 PERCENT "...WOULD EARN 1.25 PERCENT GROSS 
(OR 1 PERCENT NET), PROVIDING 0.3 PERCENT PROFIT.." OVER 

0.5 PERCENT PAID TO USG. ASSUMING 1 PERCENT EFFECTIVE 
(NET) INTEREST ON TOTAL DEPOSITS (OBTAINED FROM 1.25 
RATE PAID ON 80 PERCENT OF TOTAL DEPOSITS) THEN 0.3 PER- 
CENT PLUS 0.5 PERCENT LEAVES DISCREPANCY OF 0.2 PERCENT. 

HAS 1 PERCENT EFFECTIVE RATE BEEN REDUCED TO 0.8 PERCENT 
OR DOES THIS INDICATE THAT THE 0.3 PERCENT PROFIT FIGURE 
FOR U.S. BANKS CITED REF (C) IS AN ERROR AND SHOULD 
BE 0.5 PERCENT? KISSINGER 
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